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Feb. 28: Economy Minister Carlos Bolona announced implementation of several economic
"emergency" measures, including the elimination of numerous fiscal incentives, and higher tax
rates on a variety of products and services. According to Bolona, the government hopes to increase
tax revenue this year by US$700 million. Taxes on insurance premiums were raised 50%. New
taxes caused an increase of between 50% and 65% on prices for beer and soft drinks. Local and
international telephone services charges were raised by 40%. Tax exemptions were maintained for
imports and domestic sales of live animals, meat, selected processed foods, fish products, milk,
eggs, vegetables, tubers, tea, rice, cotton, natural fiber textiles, and other products included in the
government's "emergency" program directed at agriculture and other primary sector industries.
The government has also established a 20% tax on foreign currency interest-bearing bank accounts.
The move was justified on the grounds that the flow of "dolares golondrinos" surpasses demand,
and contributes to price level inflation. The minister said the new fiscal package was necessary
to reduce the fiscal deficit, running at about 4.3% of GDP. Tax revenue was equivalent to 7.8% of
GDP in 1991, and the government aspires to 9.3% this year. When President Alberto Fujimori took
power in July 1990, the proportion was 4%. During a recent visit in Lima, International Monetary
Fund general director Michel Camdessus called on the government to raise the tax revenue-GDP
ratio to between 8% and 18%. The tax authority (Superintendencia Nacional de Administracion
Tributaria-SUNAT) has reported that 3 million of 4 million taxpayers manage to avoid payments.
Economists and local business organizations immediately responded that such measures will
only reduce demand, thereby deepening the economic recession. Consequently, they said, the
government cannot realize the US$700 million increment in tax revenue. Feb. 29: The Peruvian
Workers General Confederation (CGTP) announced nationwide protest measures, set to begin
March 5. Union spokespersons said the new tax policies have raised prices on subsistence goods,
thereby reducing workers' purchasing power, already abysmally low. The government raised the
minimum wage this year from 38 to 75 nuevos soles (about US$75). The CGTP pointed out that the
cost of the wage goods basket of commodities is currently US$750 per month. Thus, the minimum
wage should be set at US$750 per month, or at least two to three times the level considered adequate
by the government. March 1: Local media sources reported that food prices jumped between 20%
and 30% over the weekend. Local and foreign businesspeople released communiques criticizing
the elimination of fiscal incentives. Some complained of the difficulties in making production and
investment plans when the government is constantly modifying fiscal costs. Others asserted that
without incentives, productive operations in inhospitable areas near the country's borders and in
the Amazon region are simply not viable. March 2: Opposition legislators asserted that the Economy
Ministry has underestimated fiscal revenue, and overestimated GDP. The ministry's calculations
are based on GDP of over US$60 billion, described as wholly fantastic. The politicians argued that
a more realistic estimate of 1992 GDP is between US$20 billion and US$40 billion. (Basic data from
Agence France-Presse, 02/28-03/02/92; Notimex, 03/02/92)
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